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SYSTEM AND METHOD FOR CONTROLLING THE 
CASH VALUE GROWTH OF AN INSURANCE POLICY 

BACKGROUND OF THE INVENTION 

1. Field of the Invention 

The present invention relates to a system and 
method for controlling the cash value growth of an 
insurance policy. 

2. Description of the Related Art 

Life insurance policies are often purchased by 
companies for different purposes. For example, a company 
may purchase life insurance policies for its employees as 
a benefit of their employment, with death benefits going 
to the employees' beneficiaries. A bank may purchase life 
insurance policies on its borrowers with death benefits 
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going to the bank at levels sufficient to cover the 
outstanding mortgage amounts. 

Typically, companies also use the life insurance 
policies as an investment vehicle. Thus, present systems 
attempt to maximize positive cash value growth ( M CVG n ) , 
thus increasing the cash value, of the policies (as used 
herein, CVG is the difference between the cash value and 
basis of the insurance policy) . In some situations, 
however, large positive CVG can adversely affect a 
company's liquidity, and investment and business options 
due to regulatory limitations and business concerns. For 
instance, banks have regulatory limitations on the amount 
of investment they can have in life insurance. Thus, if a 
bank has a number of life insurance policies to cover a 
given number of borrowers, as the CVG increases, the bank 
may have to cover fewer borrowers to remain in regulatory 
compliance. 

Another disadvantage of large CVG is that if 
borrowers prepay their mortgages, the bank may want to 
exchange the insured of the life insurance policies 
covering the original borrowers to new borrowers. Large 
CVG may have a significant adverse financial impact on the 
bank when it effects these exchanges. 

Accordingly, there is a need for a system to 
manage the CVG of life insurance policies and to ensure 
that the insurance policies remain in regulatory 
compliance . 
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SUMMARY OP THE INVENTION 

The present invention provides a unique system 
and method that overcome the disadvantages of prior art 
systems by managing the CVG of these insurance policies 
through the adjustment of death benefit levels, and 
returns excess CVG to the company as death benefits. 

In one preferred embodiment, the system accesses 
selected data having terms associated therewith. These 
terms can be, for example, the death benefit, premium, 
credited interest, etc. of the insurance policy. The data 
may consist of data for the terms for a point in time or 
may consist of historical and/or future data. The system 
then calculates a first value, such as the cash value of 
the insurance policy, from the accessed data for a 
predetermined point in time. Next, the system compares the 
first value to a predetermined value. For instance, the 
system may compare the cash value to a precalculated 
target cash value for the predetermined point in time. The 
system then applies an adjustment to the results of the 
comparison in accordance with a predetermined criteria. As 
an example, the system, based upon the comparison 
determines the death benefit adjustment. The system then 
modifies at least one of the terms, such as the death 
benefit, in accordance with the adjustment so that the 
cash value growth of the life insurance policy is managed. 

In another preferred embodiment, the invention 
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accesses selected data having terms associated therewith. 
These terms can be, for example, the death benefit, 
premium, credited interest, etc. of the insurance policy. 
The data may consist of data for the terms for a point in 
time or may consist of historical and/or future data. The 
system then calculates a first value, such as the cash 
value of the insurance policy, from the accessed data for 
a first predetermined point in time. The system also 
calculates a second value, such as the cash value of the 
insurance policy, from the accessed data for a second 
predetermined point in time. Next, the system compares the 
first value to a first predetermined criteria, for 
example, the basis, to determine, for instance, if the 
cash value is greater than the basis and by how much, for 
the first predetermined point in time. The system also 
compares the second value to a second predetermined 
criteria, for example, zero, to determine, for instance if 
the second cash value of the insurance policy is greater 
than a certain amount over zero for the second 
predetermined point in time. The system then applies an 
adjustment to at least one of said comparisons in 
accordance with a third predetermined criteria. For 
example, the system, based upon the comparisons, 
determines the death benefit adjustment. The system then 
modifies at least one of said terms, such as the death 
benefit, in accordance with the adjustment so that the 
cash value growth of the insurance policy is managed. 

NB 139537.2 - 4 - 
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In yet another preferred embodiment, the system 
accesses selected data having terms associated therewith. 
These terms can be, for example, the death benefit, 
premium, credited interest, etc. of the insurance policy. 
The data may consist of data for the terms for a point in 
time or may consist of historical and/or future data. The 
system then calculates a first value, such as the cash 
value of the insurance policy, from the accessed data for 
a first predetermined point in time. The system also 
calculates a second value, such as the basis, from the 
accessed data for the first predetermined point in time. 
The system also calculates a third value, such as the cash 
value, from the accessed data for a second predetermined 
point in time. The system compares the first value to the 
second value of the insurance policy, for example, to 
obtain the amount of the cash value over the basis, and 
also compares the third value to a first predetermined 
criteria, such as zero, to determine if the cash value at 
the second predetermined point in time is certain amount 
greater than zero. Based upon these comparisons, the 
system applies an adjustment to at least one of said 
comparisons in accordance with a second predetermined 
criteria. For example, if the amount of the cash value 
over the basis is greater than a certain predetermined 
amount, then the amount that the death benefit level 
should be raised, if possible, is determined. The system 
then modifies at least one of the terms in accordance with 
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the adjustment, such as raising the death benefit by the 
amount determined, so that the cash value growth of the 
insurance policy is managed. 

Accordingly, it is an object of this invention 
to provide a system and method for managing the CVG of 
life insurance policies by adjusting the death benefit 
and/or premium of individual policies to meet the 
company's financial objectives while remaining in 
regulatory compliance - 

It is also an object of this invention to 
provide a system and method of calculating and 
administering the adjustments to the life insurance 
policies over the life of the policies. 

It is also an object of this invention to 
increase a company's ability to work within capital 
limitations set by regulations. 

Additional objects of the invention, can be 
obtained by reference to the following detailed 
description of the preferred embodiments thereof in 
connection with the attached drawings. 

BRIEF DESCRIPTION OF THE DRAWINGS 

FIG. 1 is a block diagram depicting an apparatus 
in accordance with various aspects of the invention. 

FIG. 2 is a block diagram of a life insurance 
database containing data for individual life insurance 
policies . 
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FIG. 3 is a detailed block diagram of the data 
retained by each individual life insurance policy. 

FIGs. 4 and 4a are high-level flow charts of the 
steps taken by the apparatus in FIG- 1 in practicing the 
invention, 

FIG. 5 is a detailed flow chart further 
illustrating step S404 of FIG. 4. 

FIG. 6 is a detailed flow chart further 
illustrating step S505 of FIG. 5. 

FIG. 7 is a graph of the cash value of an 
exemplary insurance policy over time. 

FIG. 8 is a graph of the death benefit levels of 
the exemp?.ary insurance policy of FIG. 7 over time. 

FIGs. 9 through 11 provide additional exemplary 
illustrations . 

DETAILED DESCRIPTION OF THE PREFERRED EMBODIMENTS 

FIG. 7, illustrates graphically the cash value, 
depicted by line 701, of an exemplary 30 -year single 
premium insurance policy over a period of time. Line 701 
illustrates that in this insurance policy, the cash value 
of the policy rises in the early years, then starts to 
decrease after around the fifth year. If the cash value 
reaches zero before the term of the policy, as shown by 
line 702, then the policy lapses since there are 
insufficient funds to keep the policy in- force for the 
duration of the term. If there is cash value at the end 
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of the policy, as shown by line 704, then the policy has 
not lapsed, but has surplus cash value to provide, in this 
example, insurance coverage for several additional years. 
In a preferred embodiment, the ideal situation is depicted 
by lines 701 and 703 depicting minimal cash value at the 
end of the insurance policy term. Line 705 depicts the 
basis of the insurance policy. 

FIG. 8 depicts changes in the death benefit 
level of the exemplary policy in accordance with one 
aspect of the present invention. Lines 801 and 803 
depict one possible situation where the cash value growth 
matches the company's cash value growth objectives, and 
thus does not need to be adjusted beyond a predetermined 
schedule. In this example, the death benefit level, 
adjusted once per year follows, rises in the early years, 
until about the fifth year where it starts to decrease. 
Other possibilities include the death benefit level being 
adjusted to follow the insurable interest (fi^a^., the death 
benefit follows the amortized mortgage amount) , or 
starting at a high level, and then being reduced in 
succeeding years, as shown in FIG. 9a. 

If the death benefit level terminates before 
the end of the policy term, as shown by line 802, that may 
indicate that the policy has lapsed because of 
insufficient cash value. Death benefits beyond the end of 
the policy term, as shown by line 804, may indicate the 
presence of surplus cash value that can continue to fund 
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the policy for several years beyond the original policy 
term. In the preferred embodiment, as depicted by lines 
801 and 803, the death benefit should be minimized at the 
end of the policy term, although there may be desirable 
minimum levels of death benefits required. 

Line 805 illustrate adjustments to the death 
benefit level in accordance with one aspect of the present 
invention to control the CVG of the insurance policy. In 
particular, assume that there is higher then desired cash 
value growth in year five. Then, line 805 depicts that in 
year six, the death benefit level is adjusted higher, 
thereby increasing the cost of insurance, which in turn 
reduces the excess CVG. In year seven, the duration of a 
death benefit level is again adjusted to remain at the 
same level for another year to further reduce the CVG. In 
each of years eight and nine, the death benefit level is 
adjusted downward, to more closely match, for example, the 
amortized mortgage amount for those years. 

FIGs. 9a through lib, provide additional 
exemplary illustrations in accordance with various aspects 
of the present invention. In FIGs. 9a, 10a and 11a, 
respective lines 901, 1001, and 1101, represent the death 
benefit level over time. Lines 902, 1002, and 1102 
represent the maximum death benefit level for the 
insurance policy in accordance with an exemplary United 
States insurance law. Different states, though, have 
different insurance related laws, and thus this maximum 
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death benefit may change from state to state. Lines 903, 
1003, and 1103 represent the minimum death benefit level, 
which would, in this case, be the amortized mortgage 
amount of the exemplary loan over time. 

In FIGs. 9b, 10b, and lib, respective lines 904, 
1004 (including line 1006), and 1104, represent the cash 
value of the insurance policy over time. Lines 905, 1005, 
and 1105 represent the basis of the insurance policy over 
time. 

These sets of figures illustrate three different 
scenarios in accordance with various aspects of the 
present invention. FIGs. 9a and 9b present a base case 
where the death benefit is maintained for the first eight 
years at a high level for as long as CVG is greater than 
zero. Once the cash value equals or drops below the 
basis, the death benefit level is adjusted to follow the 
amortized mortgage amount. 

FIGs. 10a and 10b take the same initial scenario 
as in FIGs 9a and 9b, but where the CVG is less than 
expected. As shown by the portion of line 104 identified 
as line 1006, the cash value of the insurance policy has 
dropped below the basis in year four, in contrast with 
year eight in FIG. 9b. Thus, in this example, the death 
benefit level also drops down to the minimum death benefit 
level, i.e. . the amortized mortgage amount, by year eight. 
By year ten the remaining cash value of the insurance 
policy is determined to be insufficient to fund the policy 
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for the full thirty years, and additional premiums are 
added to increase the cash value to sustain the policy for 
the full term. 

FIGs. 11a and lib take the same initial scenario 
as in FIGs, 9a and 9b f but assumes that the CVG is greater 
than the expected. In this case, the death benefit level 
is kept at the maximum level through year 14, where it 
then drops by year 16 to a level no less than the 
amortized mortgage amount. The high death benefit level 
is sustained in for several years even beyond the time 
which the cash value of the insurance policy has dropped 
below the basis, in contrast with the scenarios depicted 
in FIGs. 9b, and 10b, to control the effect of the excess 
CVG in the earlier years, and to keep the policy from 
extending past the designated term. 

FIG. 1 depicts in block diagram form an 
apparatus according to one aspect of the present 
invention. 

In particular, the apparatus of FIG. 1 includes 
CPU 101 for executing program instructions. These program 
instructions can be stored in RAM 102, ROM 103, and/or 
mass storage device 104 for access by CPU 101. Also 
connected to CPU 101 is monitor 105 and keyboard/mouse 106 
for allowing an operator to manipulate and input 
information. Upon appropriate program instructions, CPU 
101 outputs to printer 107, modem 108, and/or LAN 
interface 109 information generated in accordance with the 
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present invention, as will be set forth in greater detail 
below. 

Mass storage device 104, such as a hard disk, 
disk array, or PC Card storage device, is connected for 
access by CPU 101. Although depicted here as directly 
connected to CPU 101, such direct connection need not be 
used. Alternatively, there may be intervening devices, or 
mass storage device 104 may instead be connected to 
network 110, and thus separate from, but still be 
accessible by, CPU 101. Typically, mass storage device 
104 stores program instructions which are accessed and 
executed by CPU 101. In addition, mass storage device 
104, RAM 102, and/or and ROM 103 can store data, such as 
policy database 111 and global data 112 , which are 
accessed and processed by CPU 101 in accordance with the 
program instructions. Other program instructions and data 
may also be stored on mass storage device 104 and executed 
by CPU 101 as designated by the operator. Policy database 
111 is shown in FIG. 1 connected with CPU 101. 

Data that apply to all policy records may be 
stored in global data 112, This global data may include 
actuarial mortality data, cost data, and data necessary to 
ensure that changes to the terms and values of the 
insurance policy, such as the cash value and death benefit 
level, of each insurance policy comply with all applicable 
governmental regulations. For example, in the United 
States, IRS Regulation § 7702 sets forth different 
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alternative tests for defining what constitutes a life 
insurance contract. The first test looks to the cash 
value accumulation of the insurance policy. The second 
test looks to the cash value corridor, which is a function 
of the death benefit and cash surrender value. Global 
data 112, thus would contain the necessary data for CPU 
101 to determine in later steps compliance with this 
regulation- Other countries, such as Canada, may have 
similar governmental regulations that must be complied 
with, 

FIG. 2 depicts in greater detail one embodiment 
of the data structure of policy database 111, which holds 
the data for a block of insurance policies. In 
particular, policy database 111 comprises a set of policy 
records. As an example, three policy records PI, P2, and 
P3 are depicted in FIG. 2. Each policy record represents 
the data for an individual life insurance policy stored on 
mass storage 104 . It is of course understood by/ one 
skilled in the art that there may be a different number of 
policy records than those shown in FIG. 2. For example, a 
company purchasing a block of 30,000 insurance policies 
would typically have at least 30,000 policy records in 
policy database 111. For simplicity, a bank will be used 
herein to illustrate operation of the present invention, 
although such use is not limited to a bank. 

FIG. 3 shows a generic policy record P as 
representative of the types of data stored in any specific 

- 13 - 



WO 98/38563 



PCT/US98/03739 



individual policy record. In the specific embodiment 
shown in FIG. 3, policy record P has fields to store the 
data representative of an individual policy holder, such 
as the holder's NAME, SEX, AGE, and HEALTH. Policy record 
P is, however, not limited to a single-life insurance 
policy --it may also represent other types of insurance 
policies, such as joint first-to-die policies and the 
associated information for each individual listed on those 
policies . 

Policy record P may also store data representing 
the past, present, and projected future value of various 
terms and values of the insurance policy. These terms and 
values may include, among other things, the death benefit, 
mortgage amount, premiums paid and to be paid, and cash 
value. Referring to FIG. 3, policy record P includes in 
this embodiment related records for a number of the years, 
depicted as year records Yl, Y2 , and Y3 , where each year 
record contains the terms and values of the insurance 
policy for a particular year. Although only three year 
records as shown in FIG. 3, if projected terms and values 
are to be retained, there may be about 100 related year 
records for a specific policy. 

When practicing the invention, the operator or 
plan administrator may update and adjust the insurance 
policies' data several times a year. Accordingly, each 
year record includes related time records Tl, T2 , and T3 . 
These time records store the terms and values of the 
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insurance policy for given points in time. As before, 
although only three time records are shown in FIG. 3, the 
actual number of related time records for each year record 
could vary. 

In the preferred embodiment, the actual terms 
and values for each of the insurance policies in database 
111 would be updated once a month. Thus, each related 
year record would include twelve time records, one for 
each month of that year. Also, the future values for the 
terms and values, such as the cash value of the policy 27 
years in the future would also be calculated, and in the 
preferred embodiment, would be projected out 109 years 
from the start of the policy, thus requiring 109 year 
records . 

There are of course many variations on how much 
data to retain that are within the scope of the present 
invention. For instance, if only the most current terms 
and values need to be retained, then only one time record 
needs to be stored. In addition, any records needed for 
calculations can be temporarily created during 
calculations and discarded afterwards, which has the 
advantage of reducing the data required to be saved at the 
expense of easy access to projected values. 

Likewise, FIG. 2 shows policy database 111 as a 
single database file for simplicity, with policy records 
already created. In practice, policy database 111 may be 
a relational database design where the policy records, 
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related year records and related time records are in 
different databases that may be related, one to another, 
as seen fit by the user. These and other types of 
database designs and data structures, such as object- 
oriented database designs, are well known in the art. 

FIG. 4 is a high-level flow chart depicting the 
overall operation of the apparatus in FIG. l, in 
accordance with the steps of the invention starting at 
step S401 and ending at step S408. In particular, at 
steps S402 and S403 respectively, CPU 101 opens policy 
database 111 and accesses the data for the first policy 
record of interest, for example, policy record PI. 

Using the data from the policy record, and data 
from global data 112, CPU 101 then calculates at step S404 
any changes to the policy, including the policy's terms 
and values, and updates and adjusts the policy record with 
those changes. At step S405, CPU 101 determines if this 
is the last policy record of interest. If not, CPU 101 
gets the next policy record at step S406, e.g. . policy 
record P2, and executes step S404 for that policy record. 
CPU 101 continues executing step S4 04 for each policy 
record of interest until at step S4 05 CPU 101 determines 
that there are no other policy records of interest in 
policy database 111 to evaluate. CPU 101 then executes 
step S4 07 to generate a report detailing the changes made 
to the policies. The changes can be reported either on an 
individual policy-by-policy basis or on an aggregate basis 
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for all policies. FIG 4a. shows an alternative embodiment 
where changes to a policy record are reported as each 
policy is evaluated. 

FIG. 5, starting at step S501 and ending at step 
S516, is a flow chart depicting in greater detail step 
S403 of FIGs. 4 and 4a. In step S502, CPU 101 initializes 
any variables and parameters needed for calculating 
changes to the current policy record (i.e, , the currently 
accessed policy record) . These variables and parameters 
may include, for instance, data on how frequently policy 
premiums are paid and industry standard actuarial tables 
for the particular policy holder's sex, age, and health. 
Global data 112 may also be accessed at this time, and it 
is well within the ability of one skilled in the art to 
retrieve this data at other times, such as in step S402, 
if needed. 

Once the initialization step is complete, CPU 
101 executes steps S503 and S504 to access the first 
related year record of interest and the first related time 
record of interest of that year record, respectively. 

For purposes of illustrating steps S503 and 
S504, using the database as described in FIGs. 2 and 3, 
let the anniversary date for the currently accessed policy 
be January 1 and let the administration system be run once 
a year, on December 31. At the end of the first run, all 
related year and month records for that year will have 
data entered, through 109 year records. The terms and 
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values calculated for. the months of the first year record 
would use the actual data of premiums paid in, interest 
rates, benefits paid out, etc. The data in the following 
year records would be projected data based on anticipated 
values, such as interest rates and mortality rates and 
costs. When the calculations are run again on December 31 
the following year, CPU 101 can start the calculations 
beginning on the related year record and January month 
record for the second year, since the related year record 
for the first year now has historical data and no longer 
needs to be calculated. 

At step S505, CPU 101 calculates the insurance 
policy's cash value for the current time record/ which in 
this example is a projected cash value. Determining the 
cash value of the policy will be described in greater 
detail in FIG. 6. 

Next, CPU 101 determines at step S506 whether 
the projected CVG meets a predetermined criteria. For 
instance, in the case of a bank, the CVG may need to be 
minimized, for example, so that the cash value is within a 
certain percentage of the basis to meet the CVG objectives 
for that bank. The bank may also want to minimize this 
projected CVG due to governmental regulations. In the 
preferred embodiment, the basis of the insurance policy is 
the total of all premium payments paid or to be paid up to 
this point in time. 
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To minimize this projected CVG, at step S507 CPU 
101 first attempts to adjust the death benefit for that 
time period by increasing the death benefit level of 
coverage. Increasing the death benefit level increases 
the cost of the policy, which in turn reduces the 
projected cash value, and thus reduces the CVG. In the 
preferred embodiment, the adjustment to the death benefit 
in step S507 is given by the formula: 



CVG 

DB adj . = . 95 * 



cost of insurance per 100 JC of benefits 
where 

CVG = cash value - total premium payments 

Flow then resumes at step S505 to recalculate the 
projected CVG based on the adjusted death benefit level. 

In the United States, the maximum death benefit 
level is constrained by regulations, which may vary from 
state to state. For example, some state regulations 
constrain the maximum death benefit to 160% of the 
insurable interest. For the case of a bank and home 
mortgages, the death benefit level cannot be increased 
beyond 160% of the initial mortgage amount. If at step 
S506 the death benefit level cannot be increased any 
further to minimize CVG, then program flow continues to 
step S508 . 

If there are more time records to calculate, as 
determined in step S508, then CPU 101 accesses at step 
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S509 the next related time record and calculates the 
projected cash value of the insurance policy for that time 
period. In this manner, CPU 101 calculates the projected 
cash value and the terms need to achieve that cash value 
for each of the related time records for the currently 
accessed year record. 

If at step S508 CPU 101 determines that all 
calculations for the currently accessed year record are 
complete, it then determines at step S510 whether there 
are more year records to calculate. If so, CPU 101 
proceeds to step S511 to access the next year record and 
starts calculating in the manner described above the 
projected cash values for each of the related time records 

for that year. 

If at step S510 CPU 101 determines that there 
are no additional related year records to calculate, then 
CPU 101 determines at step S512 whether the cash value 
objective for the end of the insurance policy term has 
been met. 

To achieve the cash value objective, as depicted 
by lines 703 and 803 of FIGs. 7 and 8, CPU 101 examines 
the cash value at the end of the policy term and compares 
it to a predetermined criteria. Thus, for a 30-year 
mortgage the typical policy would have, although not be 
limited to, a term of 3 0 years, depending on the 
objectives of the bank. CPU 101 would examine the 
projected cash value at year 30, and if the policy is 
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still in-force at this time, that is, there were 
sufficient premiums to pay for coverage through to this 
time, and the projected cash value meets a predetermined 
criteria, such as the cash value being within a few 
percentage points of the cost of insurance for that year, 
then the cash value objective of the preferred embodiment 
has been met and program flow returns to S405 on PIG. 4. 

If the cash value objective has not been met, 
program flow proceeds to step S513 where CPU 101 
determines if the policy will lapse. If the policy will 
still be in- force, then the cash value must be greater 
than the cash value objective and thus must be reduced. 
In the preferred embodiment, at step S514, the excess cash 
value is reduced by adjusting the death benefit as in step 
S507, if possible, or by adjusting the time that the death 
benefit remains at a particular level. Referring to FIG. 
8, line 805 illustrates that the death benefit level is 
adjusted to be maintained at the same level as year five 
for two additional years, though it may have been 
different in the first iteration. This will increase the 
cost of insurance for those two years and thus reduce the 
cash value and control the CVG. 

If at step S513 the policy has lapsed, then 
additional premiums must be paid in to fund the insurance 
policy for the remainder of the term. This adjustment to 
the premium would typically take place as early as 
possible. For instance, using the previous example, if 
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calculations at the end of the second year indicate that 
insufficient premiums are needed to fund the policy to 
full term, then the additional amount needed should be 
determined and deemed to have been paid during the third 
year, the first and second years having already past. This 
amount can be determined, for instance, by iteratively 
adding additional premium payments to the cash value and 
determining if the amount is sufficient to fund the policy 
to term. Referring to FIG. 10b, another way to determine 
the additional premium payments would be, for instance, to 
vertically raise the cash value curve, i.e. line 1004, so 
that the cash value at the end of the term is sufficient 
(for example, crosses the x-axis at the end of the term) . 
The amount the line 1004 was raised is the amount of 
additional premiums needed. 

Flow then returns to step S503 with the new 
premium values or death benefit level adjustments to 
recalculate the projected cash value, death benefit and 
other terms and values as just described above, until the 
cash value objective at step S512 has been met. 

FIG. 6, starting at step S601 and ending at step 
S611, depicts in greater detail step S505, which primarily 
calculates the insurance policy's cash value at a 
particular point in time. Specifically, CPU 101 at step 
S602 determines if there is a prior time record cash value 
that can be used when calculating the current time 
record's cash value. If there is, then CPU 101 uses at 
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step S605 the cash value of the prior time record as the 
initial cash value for the current time record. If at 
step S502 CPU 101 determines that there is no prior time 
record, such as when the current time record is the first 
time record of the first year record, then CPU 101 will 
assign a value in step S603 for the initial cash value, 
for example, a value of zero. 

Next, CPU 101 adds at step S604 any additional 
premiums paid, or projected to be paid, for that point in 
time, to the initial cash value. At step S606, CPU 101 
adjusts the cash value for other factors, such as 
additional premium payments, refunds based on the "pooled 
mortality," or interest rates. In effect, step S505 
calculates the cash value of the insurance policy for that 

point in time . 

To manage the CVG accurately, the preferred 
embodiment uses a block of life insurance, with a large 
number of insurance policies all in the same or similar 
class. This allows the use of a "pooled mortality." 
Insurance carriers could then use pooled mortality rates 
for the class to determine the amount of death benefits it 
expects to pay out over a given time period. Depending on 
the terms of the policies, any amount not paid out could 
be refunded to the insurance policies in the block as a 
dividend or excess interest credit, thereby increasing the 
policies' individual and aggregate cash value. As to 
interest rates, if the expected interest rate used 
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throughout the year was 6% per month, but at the end of 
the year, was determined to actually be 6.5% per month, 
then the cash value could be recalculated using a 5.5% 
interest rate. Any surplus or deficit could then be 
prorated for each policy and added or subtracted from the 
cash value, respectively, for each policy. 

Next at step S607, CPU 101 determines if the 
insurance policy complies with governmental regulations. 
In the embodiment shown in FIG. 6, CPU 101 determines if 
the policy's death benefit and cash value comply with IRS 
Regulation § 7702. If there is compliance, flow proceeds 
to step S609, otherwise CPU 101 adjusts the death benefit 
at step S608 to force compliance with § 7702 for a given 
cash value. Of course, if there are any other regulations 
to comply with (governmental or otherwise) such steps 
could be added in the necessary place in the system logic 
flow by one skilled in the art. Flow then proceeds to 
step S609. 

At step S609, CPU 101 adjusts the cash value for 
mortality (which can be different for different insurance 
carriers) and then adds the interest amount for the 
relevant time period at step S610 . This completes the 
calculation of the cash value for the current time record. 

Although one way of calculating the cash value 
of the insurance policy is presented herein, the present 
invention is not limited to such calculation. It is well 
known in the art that the cash value for an insurance 
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policy depends on a multitude of variables, such as the 
demographics of the insured, assumed interest rates, and 
financial objectives of a company, all of which may vary 
between companies and between insurance companies . 
Nevertheless, it is well known in the art, and well within 
the ability of one skilled in the art, to use these 
variables in determining the cash value curve for an 
insurance policy and as such, the cash value curves, as 
shown by lines 904, 1004, and 1104, for example, will vary 
depending on the exact circumstances and particulars of an 
insurance policy. 

In an alternative embodiment, CPU 101 at step 
S506, determines if the calculated CV has deviated from an 
expected cash value in accordance with a predetermined 
criteria. If, for example, the calculated CV is below a 
predetermined amount from an expected cash value, then 
there may be insufficient premiums to continue the policy 
to full term, and additional premiums are needed to 
sustain the policy to term. Such an adjustment to the 
premium can also take place in step S507. 

In the manner described above, the present 
invention thus provides a system and method to adjust 
insurance policies terms and values to manage their CVG. 
While this invention has been described with reference to 
the preferred embodiments, other modifications will become 
apparent to those skilled in the art by study of the 
specification and drawings. It is thus intended that the 
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following appended claims include such modifications as 
fall within the spirit and scope of the present invention. 
What we claim is: 
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CLAIMS 

1. A method of managing the cash value growth of a life 
insurance policy comprising: 

accessing selected data having terms associated 

therewith, wherein said data is representative 

of the insurance policy; 
calculating a first value from said data of the 

insurance policy for a predetermined point in 

time; 

comparing said first value to a predetermined value 
at said predetermined point in time; 

applying an adjustment to said comparison in 

accordance with a predetermined criteria; and 

modifying at least one of said terms in accordance 
with said adjustment so that the cash value 
growth of the life insurance policy is managed. 

2. A method of managing the cash value growth of a life 
insurance policy comprising: 

accessing selected data having terms associated 

therewith, wherein said data is representative 

of the insurance policy; 
calculating a first value from said data of the 

insurance policy for a first predetermined point 

in time; 
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calculating a second value from said data of the 
insurance policy for a second predetermined 
point in time; 

comparing said first value to a first predetermined 

criteria; 

comparing said second value to a second predetermined 
criteria ; 

applying an adjustment to at least one of said 
comparisons in accordance with a third 
predetermined criteria; and 

modifying at least one of said terms in accordance 
with said adjustment so that the cash value 
growth of the insurance policy is managed. 

3 . A method according to claims 1 or 2 wherein said 
first value represents a cash value of the insurance 
policy. 

4. A method according to claim 1 wherein said 
predetermined value represents a cash value. 

5. A method according to claim 2 wherein said second 
value represents a cash value of the insurance 
policy. 
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6. A method according to claims 1 or 2 wherein said at 
least one of said terms represents a death benefit 
level of the insurance policy. 

7. A method according to claims 1 or 2 wherein said at 
least one of said terms represents a premium of the 
insurance policy. 

8. A method of managing the cash value growth of a life 
insurance policy comprising: 

accessing selected data having terms associated 

therewith, wherein said data is representative 

of the insurance policy; 
calculating a first value from said data of the 

insurance policy for a first predetermined point 

in time; 

calculating a second value from said data of the 

insurance policy for said first predetermined 

point in time; 
calculating a third value from said data of the 

insurance policy for a second predetermined 

point in time; 
comparing said first value to said second value of 

the insurance policy; 
comparing said third value to a first predetermined 

criteria; 
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applying an adjustment to at least one of said 
comparisons in accordance with a second 
predetermined criteria ; and 

modifying at least one of said terms in accordance 
with said adjustment so that the cash value 
growth of the insurance policy is managed. 

9. A method according to claim 8 wherein said first 
value represents a cash value of the insurance 
policy. 

10. A method according to claim 8 wherein said second 
value represents a basis of the insurance policy. 

11. A method according to claim 8 wherein said third 
value represents a cash value of the insurance 
policy. 

12. A method according to claim 8 wherein said at least 
one of said terms represents a death benefit level of 
the insurance policy. 

13 . A method according to claim 8 wherein said at least 
one of said terms represents a premium of the 
insurance policy. 
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14. A system for managing the cash value growth of a life 
insurance policy comprising: 

means for accessing selected data having terms 
associated therewith, wherein said data is 
representative of the insurance policy; 

means for calculating a first value from said data of 
the insurance policy for a predetermined point 
in time; 

means for comparing said first value to a 

predetermined value at said predetermined point 
in time; 

means for applying an adjustment to said comparison 

in accordance with a predetermined criteria; and 

means for modifying at least one of said terms in 

accordance with said adjustment so that the cash 
value growth of the life insurance policy is 
managed . 

15. A system for managing the cash value growth of a life 
insurance policy comprising: 

means for accessing selected data having terms 
associated therewith, wherein said data is 
representative of the insurance policy; 

means for calculating a first value from said data of 
the insurance policy for a first predetermined 
point in time; 
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means for calculating a second value from said data 

Of the insurance policy for a second 

predetermined point in time; 
means for comparing said first value to a first 

predetermined criteria; 
means for comparing said second value to a second 

predetermined criteria; 
means for applying an adjustment to at least one of 

said comparisons in accordance with a third 

predetermined criteria; and 
means for modifying at least one of said terms in 

accordance with said adjustment so that the cash 

value growth of the insurance policy is managed. 

16. A system according to claims 14 or 15 wherein said 
first value represents a cash value of the insurance 
policy. 

17. A system according to claim 14 wherein said 
predetermined value represents a cash value. 

18. A system according to claim 15 wherein said second 
value represents a cash value of the insurance 
policy. 



- 32 - 



WO 98/38563 



PCT/US98/03739 



19. A system according to claims 14 or 15 wherein said at 
least one of said terms represents a death benefit 
level of the insurance policy. 

20. A system according to claims 14 or 15 wherein said at 
least one of said terms represents a premium of the 
insurance policy. 

21. A system for managing the cash value growth of a life 
insurance policy comprising: 

means for accessing selected data having terms 

associated therewith, wherein said data is 

representative of the insurance policy; 
means for calculating a first value from said data of 

the insurance policy for a first predetermined 

point in time; 
means for calculating a second value from said data 

of the insurance policy for said first 

predetermined point in time; 
means for calculating a third value from said data of 

the insurance policy for a second predetermined 

point in time; 
means for comparing said first value to said second. 

value of the insurance policy; 
means for comparing said third value to a first 

predetermined criteria; 
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means for applying an adjustment to at least one of 
said comparisons in accordance with a second 
predetermined criteria ; and 

means for modifying at least one of said terms in 

accordance with said adjustment so that the cash 
value growth of the insurance policy is managed. 

22. A system according to claim 21 wherein said first 
value represents a cash value of the insurance 
policy. 

23. A system according to claim 21 wherein said second 
value represents a basis of the insurance policy. 

24. A system according to claim 21 wherein said third 
value represents a cash value of the insurance 
policy. 

25. A system according to claim 21 wherein said at least 
one of said terms represents a death benefit level of 
the insurance policy. 

26. A system according to claim 21 wherein said at least 
one of said terms represents a premium of the 
insurance policy. 



. 34 - 



WO 98/38563 PCT/US98/03739 



27. A method of managing the cash value growth of a life 
insurance policy comprising: 

(a) accessing a first set of data values 
representing the death benefit of an insurance 
policy over time from a database associated with 
the insurance policy; 

(b) calculating a cash value growth of the insurance 
policy for a predetermined point in time based 
upon said first set of data values; 

(c) modifying said first set of data values if said 
cash value growth does not meet a first 
objective; 

(d) repeating step (b) followed by step (c) if said 
cash value growth does not meet a first 
objective until said cash value growth meets 
said first objective; and 

(e) generating a report which includes the changes 
or results of modifying said first set of data 
values . 

28. A method of managing the cash value growth of a life 
insurance policy comprising: 

(a) accessing a first set of data values 

representing the death benefit of an insurance 
policy over time from a database associated with 
the insurance policy; 
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(b) accessing a second set of data values 
representing the basis of an insurance policy 
over time from a database associated with the 
insurance policy; 

(c) calculating a cash value growth for the 
insurance policy for a first predetermined point 
in time based upon said first set of data values 
and said second set of data values; 

(d) calculating a cash value for the insurance 
policy for a second predetermined point in time 
based upon said first set of data values and 
said second set of data values; 

(e) modifying said first set of data values if said 
cash value growth does not meet a first 
objective; 

(f) repeating steps (c) through (e) if said cash 
value growth does not meet said first objective 
until said cash value growth meets said first 
objective. 

(g) modifying said first or second set of data 
values if said cash value does not meet a second 
objective; 

(h) repeating steps (b) through (g) if said cash 
value does not meet said second objective until 
said cash value meets said second objective; and 
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(i) generating a report which includes the changes 

or results of modifying said first or second set 
of data values. 

29. A computerized apparatus for managing the cash value 
growth of a life insurance policy comprising: 
means for accessing a first set of data values 

representing the death benefit of an insurance 
policy over time from a database associated with 
the insurance policy; 

means for repeatedly calculating a cash value growth 
for the insurance policy for a first 
predetermined point in time based upon said 
first set of data values, wherein said first set 
of data values is modified if said cash value 
growth does not meet a first objective; and 

means for generating a report which includes the 

changes or results of modifying said first set 
of data values. 

30. A computerized apparatus for managing the cash value 
growth of a life insurance policies comprising: 
means for accessing a first set of data values 

representing the death benefit of an insurance 
policy over time from a database associated with 
the insurance policy; 
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means for accessing a second set of data values 

. representing the basis of an insurance policy 
over time from a database associated with the 
insurance policy; 

means for repeatedly calculating a cash value growth 
for the insurance policy for a first 
predetermined point in time and for calculating 
a cash value for the insurance policy for a 
second predetermined point in time based upon 
said first and second set of data values, 
wherein said first set of data values is 
modified if said cash value growth does not meet 
a first objective and said first or second set 
of data values is modified if said cash value 
does not meet a second objective; and 

means for generating a report which includes the 

changes or results of modifying said first or 
second set of data values. 
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